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E.O. 11652: N/A 
TAGS: EFIN, FAIR 

SUBJECT: CIVAIR: CALIFORNIA PROPERTY TAX ON FOREIGN AIRLINES 

REF: STATE 169382 

1. WHILE U.S. CARRIERS ARE SUBJECTED TO VARIOUS NATIONAL 
AND LOCAL TAXES THEY ARE NOT SUBJECTED TO ANY TAXATION 
RESEMBLING PROPOSED CALIFORNIA PROPERTY TAX ON AIRCRAFT. 
MOREOVER, THE CARRIERS HAVE BEEN EXEMPTED FROM VALUE ADDED 
TAX (VAT) OF 10 PERCENT ON ALL SALES RELATING TO PASSENGER 

OR CARGO TRANSPORTATION. 

2. NATIONAL TAXES APPLICABLE TO FOREIGN CARRIERS HAVING 
RESIDENT CORPORATION STATUS IN THE ROK INCLUDE A 15 PERCENT 
TELEPHONE TAX ON THE PHONE BILLING AND THE DEFENSE SUR-TAX 
LEVIED ON A VARIETY OF NATIONAL AND LOCAL TAXES INCLUDING 
10-20 PERCENT OF INCOME TAX, 20 PERCENT OF CORPORATION 

TAX, 10 PERCENT OF TELEPHONE TAX, 30 PERCENT ON LOCAL 
PROPERTY TAXES ETC. 

3. CARRIERS ARE SUBJECTED TO A VARIETY OF LOCAL TAXES. 

THESE INCLUDE A SMALL CORPORATION RESIDENCE TAX OF $60 
TO $75 ANNUALLY; A PROPERTY TAX RANGING FROM 0.3 TO 5 
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PERCENT ON LAND AND COMPANY-OWNED HOUSING; A 2 PERCENT 
ACQUISITION TAX PAID ON ACQUIRING ORDINARY PROPERTIES; 

A 3 PERCENT REGISTRATION TAX FOR REGISTRATION OF REAL 
ESTATE AND AUTOMOBILE; AND AUTOMOBILE TAX ON COMPANY AND 
PRIVATELY-OWNED VEHICLES WHICH VARIES BY SIZE OF THE 
AUTOMOBILE AND A BUSINESS-PLACE TAX ASSESSED ON FLOOR 
SPACE AND NUMBER OF EMPLOYEES. 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


4. RESIDENT MANAGERS CONSIDER MOST OF THE ABOVE TAXES 
AS ONEROUS RATHER THAN BURDENSOME. ONE COMPLAINT NOTED, 
HOWEVER, IS THAT ALTHOUGH FOREIGN AIRLINES ARE EXEMPT 
FROM THE VAT, THEY ARE REQUIRED TO PAY A 2 PERCENT 
PENALTY ON THE VALUE OF THE TRANSACTION IE AN ERROR 
IS FOUND, INCLUDING TYPOGRAPHICAL ERROR, IN THE 
PREPARATION OF THE VAT TAX NOTICE. 
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